State of Wisconsin
Department of Agriculture, Trade and Consumer Protection

NOTICE OF HEARING

Rule Related to Agricultural Producer Security

The State of Wisconsin Department of Agriculture, Trade and Consumer Protection
announces that it will hold public hearings on a proposed rule relating to agricultural
producer security. This rule implements Wisconsin’s new agricultural producer security
law, ch. 126 Stats. The department will hold three hearings at the time and places shown
below. The department invites the public to attend the hearings and comment on the
proposed rule. Following the public hearing, the hearing record will remain open until
November 22, 2002 for additional written comments.

You may obtain a free copy of this rule by contacting the Wisconsin Department of
Agriculture, Trade and Consumer Protection, Division of Trade and Consumer
Protection, 2811 Agriculture Drive, P.O. Box 8911, Madison WI 53708, or by calling
(608) 224-4928. Copies will also be available at the hearings.

Hearing impaired persons may request an interpreter for these hearing. Please make
reservations for a hearing interpreter by October 4, 2002, by writing to Kevin LeRoy,
Division of Trade and Consumer Protection, P.O. Box 8911, Madison, W1 53708-8911,
telephone (608) 224-4928. Altematively, you may contact the Department TDD at (608)
224-5058. Handicap access is available at the hearings.

Hearings are scheduled at:

Tuesday, October 15, 2002, 10:30 a.m. until 12:30 p.m.
Green Bay State Office Building

200 North Jefferson Street

Room152-A

Green Bay, W1 54301

Handicapped accessible

Thursday October 17, 2002, 10:30 a.m. until 12:30 p.m.
WDATCP Regional Office

3610 Oakwood Hills Parkway

Eau Claire, WI 54701-7754

Handicapped accessible



- Tuesday October 22, 10:30 a.m. until 12:30 p.m.
Wisconsin Department of Agriculture, Trade and Consumer Protection
Board Room
2811 Agriculture Drive
Madison, WI 53718
Handicapped accessible

Analysis Prepared by the Department of Agriculture,

Trade and Consumer Protection

Statutory Authority: ss. 93.07(1), 97.20(4), 100.20(2), 126.49, 126.51
and 126.81, Stats.
Statutes Interpreted: ss. 93.15, 97.20, 100.20 and 100.22, Stats., and

ch.126, Stats.

This rule implements Wisconsin’s new agricultural producer security law (ch. 126, Stats.,
created by 2001 Wis. Act 16). The new law is designed to protect agricultural producers
against catastrophic financial defaults by grain dealers, grain warchouse keepers, milk
contractors and vegetable contractors. The Wisconsin Department of Agriculture, Trade
and Consumer Protection (DATCP) administers the new law. This rule amends and
repeals current rules, and creates new rules consistent with the new law.

Ba_ckground

Chapter 126, Stats., regulates “contractors” including grain dealers, grain warehouse
keepers, milk contractors and vegetable contractors. Contractors must be licensed by
DATCP. In most cases, licensed contractors must contribute to Wisconsin’s agricultural
producer security fund (“fund”). In some cases, fund participation is voluntary. Ifa
contributing contractor defaults on payments to producers, the fund may partially

- compensate those producers. Fund contributions are based, in part, on the contractor’s
financial condition.

Some contractors must file security in addition to, or in lieu of, fund contributions. I the
contractor defaults, DATCP may use the security to pay a portion of the producer claims.
Security requirements are based on the contractor’s financial condition and practices.
Contractors who are disqualified from the fund, based on financial condition, must file
security with DATCP.

Grain Dealers
General

This rule requires grain dealers to comply with the new law, ch. 126, Stats. This rule
supplements the new law, and amends or repeals rules that no longer apply.



Financial Statements; Disclosures

Under ch. 126, Stats., a grain dealer must file annual financial statements with DATCP if
the grain dealer does any of the following:

s Annually pays more than $500,000 for producer grain procured in this state.
e Procures any producer grain in this state under deferred payment contracts.

Grain dealers who are not required to file financial statements with DATCP may choose
to file voluntarily. For example, grain dealers with favorable financial ratios may file
voluntary financial statements to qualify for lower fund assessments. A grain dealer’s
financial ratios, including the grain dealer’s debt to equity ratio, may affect the following:

o The grain dealer’s eligibility to participate in the fund.
» The amount that the grain dealer must contribute to the fund.
o  Whether or not the grain dealer must file security with DATCP.

Under this rule, a grain dealer’s financial statement must disclose and describe all of the
following:

* All notes, mortgages or other long-term liabilities that are not due or payable within
one year.

* Any of the following items that are counted as assets in the financial statement:

¢ Any non-trade note or account receivable from an officer, director, employee,

partner, or stockholder, or from a member of the family of any of those _

1nd1v1duais

. Any note or account recezvable from a parent organization, a subs:td1ary, or an

affiliate other than an employee.

¢ Any note or account that has been receivable for more than one year, unless the
grain dealer has established an offsetting reserve for uncollectable notes and
accounts receivable.

Debt to Equity Ratio; Liability Adjustments

This rule allows grain dealers to make certain liability adjustments when calculating their
debt to equity ratio for purposes of ch. 126, Stats. Grain dealers may deduct the following
amounts when calculating their liabilities for this purpose:

* Amounts borrowed from a lending institution and deposited with a commodities
broker to hedge grain transactions.

¢ Amounts borrowed from a lending institution to buy grain that has been shipped, if
the grain dealer maintains a collectible account receivable on the balance sheet.



e Amounts borrowed from a lending institution to buy grain that is held in inventory
and shown as inventory on the balance sheet date.

e Amounts borrowed from a lending institution to buy grain that is held in inventory, if
the grain dealer has entered into a contract to sell the grain.

* Amounts borrowed from a lending institution to pay for fertilizer, pesticides,
herbicides or seed that the grain dealer holds in inventory on the balance sheet date.

Financial Statement Attachments

Some of the financial disclosures required by ch. 126, Stats., and this rule may be made
in notes or attachments to the financial statement. Under this rule, an attachment to a
reviewed or audited financial statement must satisfy the following requirements:

e The attachment must be on the letterhead of the certified public accountant who
reviewed or audited the financial statement.

¢ The certified public accountant who reviewed or audited the financial statement must
certify, in the attachment, whether the attachment is reviewed or audited.

Security Disclosures to Producers

This rule requires grain dealers to make security disclosures to grain producers, so that
producers understand the extent to which grain payments are secured by the agricultural
producer security program. This rule specifies the form in which grain dealers must
make the disclosures. A grain dealer must make the disclosures to a producer at all the

following times:

When the grain dealer first procures grain from the producer.

o The first time the. gram dealf:r pmcures gram fmm the producer in each new license

Cyear.

e The first time the gram dealer pmcures gram from the pmducer after any cha.nge: in
circumstances that requires a different disclosure (for example, after a grain dealer
begins contributing to the fund).

Grain Warehouse Keepers
General

This rule requires grain warehouse keepers to comply with the new law, ch. 126, Stats.
This rule supplements the new law, and amends or repeals rules that no longer apply.

Grain Warehouse Licensing

Under ch. 126, Stats., grain warehouse license and fee requirements are based on the
grain warehouse capacity. This rule spells out a standard method for calculating grain
warehouse capacity, based on the volume of the grain warehouse and a grain “pack
factor” specified in this rule.



Under this rule, an applicant for a grain warehouse license must submit a sworn and
notarized statement certifying that the information provided in the license application 1s
complete and accurate.

Financial Statements; Disclosure Requirements

Under ch. 126, Stats., a grain warehouse keeper must file a financial statement with
DATCP if the grain warehouse keeper has total warehouse capacity of more than 300,000
bushels. Other grain warchouse keepers may file voluntary financial statements to
qualify for lower fund assessments. A grain warehouse keeper’s financial ratios,
including the warehouse keeper’s debt to equity ratio, may affect the following:

s The warehouse keeper’s eligibility to participate in the fund.
» The amount that the warehouse keeper must contribute to the fund.
e  Whether or not the warchouse keeper must file security with DATCP.

Under this rule, a grain warehouse keeper’s financial statement must disclose and
describe all the following:

o All notes, mortgages or other long-term liabilities that are not due or payable within
one year.

e Any of the following items that are counted as assets on the financial statement:

* Any non-trade note or account receivable from an officer, director, employee,
partner, or stockholder, or from a member of the family of any of those
individuals.

* Any note or account receivable from a parent orgamzatlon a subsidiary, or an
affiliate, other than an employee.

» Any note or account that has been receivable for more than one year unless the
grain dealer has established an offsetting reserve for uncollectible notes and
accounts receivable. '

The total number of bushels of grain in the warehouse keeper’s warehouse.

]

The total number of bushels of grain forwarded to another warehouse keeper.

The total number of bushels of grain the warehouse keeper is obligated to store for
depositors.

The warehouse keeper’s net grain position for each type of grain.



Debt to Equity Ratio; Liability Adjustments

This rule allows grain warehouse keepers to make certain liability adjustments when
calculating their debt to equity ratio for purposes of ch. 126, Stats. Grain warechouse
keepers may deduct, from their liabilities, the following amounts:

e Amounts borrowed from a lending institution and deposited with a commodities
broker fo hedge grain transactions.

¢ Amounts borrowed from a lending institution to buy grain that the grain warehouse
keeper has sold and shipped, if the grain warehouse keeper maintains a collectible
account receivable on the balance sheet.

s Amounts, borrowed from a lending institution, that are secured by grain that the grain
warehouse keeper owns, holds in inventory on the balance sheet date, and shows as
inventory on the balance sheet.

e Amount borrowed from a lending institution to pay for fertilizer, pesticides,
herbicides or seed that the grain dealer holds in inventory on the balance sheet date.

Financial Statement Attachments
Some of the financial disclosures required by ch. 126, Stats., and this rule may be made

in notes or attachments to the financial statement. Under this rule, an attachment to a
reviewed or audited financial statement must satisfy the following requirements:

o The attachment must be on the letterhead of the certified public accountant who
reviewed or audited the financial statement.

e The certified public accountant who reviewed or audited the financial statement must
certify, in the attachment, whether the attachment is reviewed or audited.

Security Disclosures to Producers

This rule requires grain warehouse keepers to make security disclosures to grain
producers, so that producers understand the extent to which producer grain in storage is
backed by the agricultural producer security program. This rule specifies the form in
which grain warehouse keepers must make the disclosures. A grain warehouse keeper
must give disclosures to a producer at all the following times:

e When the grain warehouse keeper first receives grain from the producer.

e The first time the grain warehouse keeper receives grain from the producer in each
new license year.

e The first time the grain warehouse keeper receives grain from the producer after any
change in circumstances that requires a different disclosure (for example, after a grain
warehouse keeper begins contributing to the fund).




Milk Contractors

General

This rule requires milk contractors to comply with the new law, ch. 126, Stats. This rule
supplements the new law, and amends or repeals rules that no longer apply. This rule
does not change current rules related to milk price discrimination.

Financial Statements; Disclosure Reqguirements

Under ch. 126, Stats., a milk contractor must file a financial statement with DATCP if the
milk contractor has more than $1.5 million in annual milk payroll obligations to
producers. Other milk contractors may file voluntary financial statements in order to
avoid paying fund assessments or to qualify for lower fund assessments. A milk
contractor’s financial ratios, including the contractor’s debt to equity ratio, may affect the
following:

» The milk contractor’s eligibility to participate in the fund.
s The amount that the milk contractor must contribute to the fund.
e  Whether ornot the milk contractor must file security with DATCP.

Under this rule, a milk contractor’s financial statement must disclose and describe all of
the following:

» All notes, mortgages or other long-term liabilities that are not due or payable within
one year.
¢ Any of the following items that are counted as assets in the financial statement:

‘m Any nantrade note ‘or account recewab}e from an ofﬁcer, director, employee,
partier, or stockholder, or from a member of the family of any of those
individuals.

* Any note or account receivable from a parent organization, a subsidiary, or an
affiliate, other than an employee.

* Any note or account that has been receivable for more than one year, unless the
milk contractor has established an offsetting reserve for uncollectable notes and
accounts receivable.

Debt to Equity Ratio; Liability Adjustments

This rule allows milk contractors to make certain liability adjustments when calculating
their debt to equity ratios, but only for the purpose of determining fund assessments.
When calculating their liabilities, milk contractors may deduct amounts borrowed from
lending institutions in order to carry “aged cheese” in inventory for the period required by
the federal standard of identity for that cheese. “Aged cheese” means cheese for which
the federal standard of identity prescribes an aging period of at least 4 months.



Financial Statement Aftachments

Some of the financial disclosures required by ch. 126, Stats., and this rule may be made
in notes or attachments to the financial statement. Under this rule, an attachment to a
reviewed or audited financial statement must satisfy the following requirements:

s The attachment must be on the letterhead of the certified public accountant who
reviewed or audited the financial statement.

s The certified public accountant who reviewed or audited the financial statement must
certify, in the attachment, whether the attachment is reviewed or audited.

Security Disclosures to Producers

This rule requires milk contractors to make security disclosures to milk producers, so that
producers understand the extent to which milk payments are backed by the agricultural
producer security program. This rule specifies the form in which the milk contractor
must make the disclosures. A milk contractor must give the disclosures to a prcducer at
all the following times:

e  When the milk contractor first procures milk from the producer.
e In June of each year.

Custom Processing for Milk Producers; Exemption

This rule clarifies that ch. 126, Stats., does not apply to a dairy plant operator who takes
temporary custody of producer milk for the sole purpose of providing custom processing
services to milk producers, provided that all the following apply:

tha.t mﬂk

» The operator does not market the milk or processed dairy products, but promptly
delivers the processed dairy products to the producers or their agent for consumption
or marketing.

» The operator does not commingle producer-owned milk or dairy products with other
milk or dairy products.

» The operator provides the custom processing services under a written contract with
each producer or the producer’s agent. The contract must clearly and conspicuously
disclose that:

The producer retains title to the milk and dairy products.
* The producer’s milk shipments are not secured under ch. 126, Stats.




Producer Agents

Chapter 126, Stats., regulates milk contractors who buy producer milk, or who market
producer milk as producer agents. A producer agent is a person who markets producer
milk for producers without taking title to that milk. Under ch. 126, producer agents may
have lower security and fund participation requirements than other milk contractors.
This rule clarifies that a milk contractor does not qualify as a producer agent, for
purposes of ch. 126, Stats., unless all the following apply:

e The milk contractor procures producer milk in this state solely as the agent of the
milk producers.

e The milk contractor does not take title to the producer milk, or to any dairy products
made from the producer milk.

» The milk contractor markets the producer milk under a written contract with each
milk producer. The contract must clearly and conspicuously disclose all the
following:

» That the milk contractor does not take title to the producer’s milk, or any dairy
products made from that milk.

* That the milk contractor receives payments on behalf of the producer, and holds
them in trust for the producer.

= The terms and conditions of payment to the producer.

*  The procedure by which the milk contractor will receive payment on behalf of the
producer and make payments to the producer, including any trust fund
arrangement,

»  The milk contractor’s compensaﬁon for servmg as the producer s agent, and the
method by which the milk contractor will receive that compensation from the
milk producer.

= A security disclosure statement (see below).

e The milk contractor does not process, as a producer agent, more than 5 million
pounds of producer milk in any month.

o The milk contractor gives, to each recipient of producer milk marketed by the
contractor, a written invoice stating that the milk is producer milk not owned by the
milk contractor.

o The milk contractor files a monthly report with DATCP. The milk contractor must
file the report on or before the 25™ day of the month. The report must include all the
following:

s The name and address of each person to whom the milk contractor marketed, in
the preceding month, producer milk procured in this state.
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» The total pounds of producer milk that the milk confractor marketed to each
person in the preceding month.

e The milk contractor’s total milk payment obligation to milk producers for
producer milk that the contractor marketed in the preceding month.

Marketing Processed Dairy Products for Milk Producers

This rule clarifies that ch. 126, Stats., does not apply to a person who markets only
processed dairy products for milk producers, provided that the person does not procure,
market or process any raw producer milk.

Milk Payroll Report; Clarification

Under ch. 126, Stats., an applicant for an annual milk contractor license must report (1)
the applicant’s total annual payment obligation to milk producers, and (2) the largest
obligation incurred at any time during the applicant’s last fiscal year. The reported
amounts are used to determine fund assessments and security requirements, if any. This
rule clarifies that the applicant must report (1) the total amount paid for milk procured
during the applicant’s last fiscal year, and (2) the largest amount paid for milk procured
in any single month during the last fiscal year.

Pay Statements to Milk Producers

Under current rules, dairy plant operators must provide pay statements to milk producers.
A pay statement identifies the producer and pay period, the amount of milk received, the
grade of the milk, milk test results, the milk price and price adjustments, the gross
amount due, the average gross pay per hundredweight less hauling charges, deductions
from the gross amount due, and the net amount due.

This rule re-codifies, but does not change, current pay statement requirements for dairy
plant operators. This rule requires all milk confractors, not just dairy plant operators, to
provide pay statements to milk producers.

Milk Contractor Records
Under current rules, dairy plant operators must keep certain records, including records of
milk receipts and payments. This rule re-codifies, but does not change, current record

keeping requirements for dairy plant operators. This rule requires all milk contractors,
not just dairy plant operators, to keep records.

Milk Price Discrimination
Current rules prohibit milk price discrimination by dairy plant operators. This rule does

not extend the current rules to apply to other milk contractors. This rule updates some
cross-references in the current rules, but does not change the current rules.
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Vegetable Contractors

General

This rule requires vegetable contractors to comply with the new law, ch. 126, Stats. This
rule supplements the new law, and amends or repeals rules that no longer apply.

Financial Statement; Disclosures

Under ch. 126, Stats., a vegetable contractor must file annual financial statements with
DATCP if the vegetable contractor incurs more than $500,000 per year in contract
obligations to producers. Qther vegetable contractors may file voluntary financial
statements in order to avoid paying fund assessments or to qualify for lower fund
assessments. A vegetable contractor’s financial ratios may affect the following:

» The vegetable contractor’s eligibility to participate in the fund.
¢ The amount that the vegetable contractor must contribute to the fund.
e Whether or not the vegetable contractor must file security with DATCP.

Under this rule, a vegetable contractor’s ﬁnanmal statement must disclose and describe
all of the following:

+ All notes, mortgages or other long-term liabilities not due or payable within one year.
* Any of the following iters that are counted as assets in the financial statement:

» Any non-trade note or account receivable from an officer, director, employee,
partner, or stockholder, or from a member of the family of any of those
individuals.

* - Any note or account receivable from a parent ergamzatwn a subs1d1ary, or an
affiliate, other than an employee.

= Any note or account that has been receivable for more than one year, unless the
vegetable contractor has established an offsetting reserve for uncollectable notes
and accounts receivable.

Financial Statement Attachments

Some of the financial disclosures required by ch. 126, Stats., and this rule may be made
in notes or attachments to the financial statement. Under this rule, an attachment to a
reviewed or audited financial statement must satisfy the following requirements:

e The attachment must be on the letterhead of the certified public accountant who
reviewed or audited the financial statement.

e The certified public accountant who reviewed or audited the financial statement must
certify, in the attachment, whether the attachment is reviewed or audited.
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Security Disclosures to Producers

This rule requires vegetable contractors to make security disclosures to producers, so
those producers understand the extent to which payments are backed by the agricultural
security program. This rule specifies the form in which a vegetable contractor must make
the disclosures. A vegetable contractor must include the disclosures in the proposed
vegetable procurement contract with each producer.

Fiscal Estimate

This rule will allow some contractors to pay smaller assessments to the Agricultural
Producer Security Fund. This will cause a slight loss of revenue to the fund.

Chapter 126, Stats., establishes fund assessment rates. A contractor’s assessment is
generally based on the contractor’s financial ratios (including debt to equity ratio) and the
amount of grain, milk or vegetables that the contractor procures or stores in this state.
DATCP estimates that grain, milk and vegetable contractors will pay a total of
approximately $2 million in assessments each year.

This rule will allow some grain dealers, grain warchouse keepers and milk contractors to
reduce their annual assessments by making certain adjustments to their debt to equity
ratios. The rule allows these contractors to adjust their debt to equity ratios by deducting
certain liabilities that are specifically identified in the rule. Contractors may use their
adjusted debt to equity ratios to calculate their fund assessments. The department
estimates that the adjustments will reduce total fund contributions by $50,000 to $70,000
per year.

You may obtain a complete ﬁscal_-'e'stimate by contacting Kevin LeRoy at 608/224-4928.

Small Business Analysis
This rule will affect the following small businesses:

e Agricultural producers. This rule will benefit agricultural producers by improving
and clarifying the producer security program.

o Grain dealers. This rule will benefit grain dealers, by allowing them to make liability
adjustments when calculating their debt to equity ratio for purposes of ch. 126, Stats.
But this rule will also impose some additional requirements on grain dealers
(including financial statement disclosures, as well as security disclosures to
producers) that may involve some added costs. These requirements are needed for
the effective implementation of the agricultural producer security law.

s Grain warehouse keepers. This rule will benefit grain warehouse keepers, by
allowing them to make liability adjustments when calculating their debt to equity

12



ratio for purposes of ch. 126, Stats. This rule will also impose some additional
requirements on grain warehouse keepers (including financial statement disclosures,
as well as security disclosures to depositors) that may involve some added costs.
These requirements are needed for the effective implementation of the agricultural
producer security law.

s Milk contractors. This rule will benefit some cheesemakers by providing a custom
processing exemption, and by allowing cheesemakers to make certain Lability
adjustments when calculating their debt to equity ratio for the purpose of making
security fund assessments. But this rule will also impose some additional
requirements on milk contractors (including financial statement disclosures, as well
as security disclosures to milk producers) that may involve some added costs. The
rule spells out minimum standards for miik contractors who wish to qualify as
producer agents. These requirements are needed for the effective implementation of
the amculturai produce:r secunty law.

. Vegemble contmctors Thls rule wall impose some additional requirements on
vegetable contractors (including financial statement disclosures, as well as security

needed for the effective implementation of agricultural producer security law.

You may obtain a complete fiscal estimate by contacting Kevin LeRoy at 608/224-4928.

Dated this 40 i day of August, 2002

STATE OF WISCO“‘\TSW
DEPARTMENT OF AGRICULTURE, TRADE
AND CONSUMER PROTECTION

, Y . Y
By: é«é/&’éuﬁ “fg” ‘/ Z/;““
- James E. Harsdorf
Secretary
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State of Wisconsin
Tommy G. Thompsen, Governor

Department of Agriculture, Trade and Consumer Protection
Ben Brancel, Secretary

January 2, 2001

The Honorable Judy Robson, Co-Chair The Honorable Glenn Grothman, Co-Chair
Joint Committee for the Joint Committee for the

Review of Administrative Rules Review of Administrative Rules

15 South State Capitol I5 North State Capitol

Madison, WI 53702 Madison, W1 53702

Dear Senator Robson and Representative Grothman:

The Department of Agriculture Trade, and Consumer Protection is asking the Joint
Committee for the Review of Administrative Rules to extend the Department’s emergency
rule relating to security deposits and carpet cleaning for an additional 60 days, until April
17, 2001. Without this extension the emergency rule will end on February 16, 2001.

This emergency rule was promulgated at the direction of the Joint Committee. As requested
by the Joint Committee, the Department repealed the "Note" at the end of Wis. Admin. Code
§ ATCP 134.06(3)(c) and incorporated the substance of the note into a new section of the
rule, § ATCP 134.06(3)d). The emergency rule was published and became effective on
July 20, 2000. A copy of the emergency rule is attached.

The Depértmem submitted a Scope Statement for a permanent rule to the DATCP Board on
August 17, 2000, and the Board approved the Scope Statement at that meeting. A copy of
the Board minutes approving the Scope Statement is attached.

After the Board approved the Scope Statement, the Department began meeting with
members of the primary interest groups to discuss how 1o resolve the security deposit/carpet
cleaning issue. The Department held several meetings in the fall and made progress in its
discussions with the interest groups. At the November 15, 2000, JCRAR meeting, the
department requested, and the Committee granted, the department's request to extend the
emergency rule for 60 days, from December 18, 2000 until February 16, 2001.

Since the November 15th JCRAR meeting, the department has drafted several proposed rule
changes and met with representatives from the interest groups on November 21, 2000 and
December 21, 2000, to discuss various proposals. The Department expects to meet with the
interest groups one more time, in early January 2001, to try to reach a resolution. If the
JCRAR extends the emergency rule for 60 days as requested, the Department will have time
to meet with the interest groups once more and, if there is progress on the outstanding
issues, present a hearing draft rule to the DATCP Board.

2811 Agriculture Drive, Madison, W1 33718-6777 + PO Box 801 f, Madison, W1 53708-8911 - 608-224-5012




The Hon. Judy Robson and the Hon. Glenn Grothman
Janary 2, 2001
Page 2

The Department hopes to present a hearing draft rule to the DATCP Board in February
2001, If the DATCP Board authorizes public hearings on a drafi rule, the Department would
likely bring a final draft rule to the Board in May or June 2001. If the DATCP Board
approves the final draft rule in May or June, the Department would likely refer the final draft
rule to the Legislature in June or July 2001. If the Legislature took no action to stop the
rule, it would likely be published on September 1 or October 1, 2001.

Thank you for your consideration of our request.
Sincerely,

Gor el

Ben Brancel
Secretary




DEPARTMENT OF COMMERCE

EMERGENCY RULE RELATING TO THE EFFECTIVE DATE OF REQUIRED UPGRADES
TO ABOVEGROUND BULK TANKS THAT WERE IN EXISTENCE ON MAY 1, 1991.

Finding of Emergency and Rule Analysis

The Department of Commerce finds that an emergency exists and that the adoption of the rule
included in this order is necessary for the immediate preservation of public health, safety and
welfare. The facts constituting the emergency are as follows:

Wisconsin Administrative Code Chapter Comm 10, Flammable and Combustible Liquids Code,
became effective on 5/1/91. Section Comm 10.345 (2) contains requirements for bulk tanks in
existence on that date to be provided with specific containment or leak detection upgrades within
10 vears of that date. Some concerns have been expressed on the impact that compliance date
could have on heating oil supplies and prices this winter. Construction requirements could result
in a substantial number of tanks storing heating oil to be closed during the winter heating season
in preparation for the required upgrades.

Based on these concemns, the department has agreed to extend the compliance deadline for 3
months until 8/1/01 if approvable tank system upgrade plans have been submitted to the
department by 2/1/01. .

These rules are therefore adopted as emergency rules to take effect immediately following
publication in the official state newspaper and filing with the Secretary of State and Revisor of
Statutes, as provided in section 227.24, Stats.

Dated at Madison, Wisconsin this A& —

dayof Décembe~ AD.2000.

Department of Commerce.

. Oy N,

Brenda J. Blanchard, Secretary




SECTION 1. Comm 10.345 (2) (intro.) is amended fo read:

Comm 10.345 (2) (intro.) Abeveground Except as provided in par. (e), aboveground outside
storage tanks which exceed 5,000 gallons capacity and which were installed prior to May 1, 1991
shall be brought into compliance with either par. (a), (b), (c) or (d) within 10 years of May 1,
1991. : ‘

SECTION 2. Comm 10.345 (2) (e) is created to read:

Comm 10.345 (2) (¢) 1. a. Tank owners and operators who have not complied with
either par. (a), (b), (c) or (d) may operate their existing aboveground bulk storage tank systems
through July 31, 2001 only if they have approvable plans for their tank system upgrade submitted
to the department by February 1, 2001.

b. Plans submitted under subparagraph a., for an installation that is a consolidation of

~ multiple systems or bulk storage sites, are not approvable unless all the site Tocations associated
with the consolidation are identified by facility name, location and commerce tank regulated
objects number in a cover letter submitted with the plans.

2. Tank owners and operators who do not have approvable plans submitted to the
department by February 1, 2001 shall take tanks that do not comply with either par. (a), (b), (c)
or (d) out of service no later than May 1, 2001 and immediately empty and close the tanks.

3. For the purposes of this section, approvable plans are plans that comply with the
specific requirements of this section and the applicable requirements under s. Comm 10.10.



’ B o h ' 1999 Session

F ISCAL ESTIMATE WORKSHEET : L - " {LRB or Bill No./Adm. Rule No. | Amendment No.
Detailed Estimate of Annual Fiscal Effect ORIGINAL DUPDAT’ED Ch. Comm 10 _
. DOA- zea:rgmé/gg) DCOR’RECT“ED [ ]SUPPLEMENTAL :

Subject ' '

Effect'we Date'of Reqmred Upgrades to Abeveground Buik Tanks That Were In Existence on May 1, 1991

I. One-time Costs or Revgnue Impacts for State and/or Local Government (do not include in annualized fiseal effect):

None = :
11._Ansivalized Costs: SR ' ' Annualized Fiseal impact on State fonds from;

Increased Costs Decreased Costs

-

A. State Costs By Category. _ : g g -
State Operations - Salaries and Fringes

(FTE Position Changes_} ’ { 0 FTE)} {- 0 FTE)

Srate Operations - Other Costs

Local Assistance -

Aids to Individuals or Organizations -

. ”E"OTAL Stale Cests By Categary : $) 0 . $ -0

- ‘B, State Cests By Source of Funds | Increased Costs Decreased Costs

GPR ‘ ' ¢

&

FED 3

PRO/PRS i

SEG/SEG:S ] 5

tH. State Revennes- Complete this only when proposal will increase or decrease Increased Rev. Decreased Rev.
state revenues (e.g., tax increase, decrease in license fee, etc.)

‘G?RTaxas ’ $ O s -0

..'_.'GP.REa:‘nt‘d. S AN Do R J " .

FED

PRO/PRS

SEG/SEG-S

TOTAL State Revenues $0 $ -0

NET ANNUALIZED FISCAL IMPACT
STATE LOCAL

NET CHANCGE IN COSTS $

NET CHANGE IN REVENUES 3

Agency/Prepared by _{?\iame & Phone No.)

Commerce/Duane Hubeler 6-1390




- X1 oriGmaL ~ [JuepateD
FISCAL ESTIMATE || CORRECTED [7] SUPPLEMENTAL

DOA-2048 (R06/99)

1999 Session

LRE or Bill

No./Adm. Rule No.
Ch. Comm 10

Amendment No. if Applicable

Subject Effective Date of Required Upgrades to Aboveground Bulk Tanks That Were In Existence on May 1, 1991

Fiscal Effect
State: No State Fiscal Effect
Check cotumns beélow only if bill makes a direct appropriation
o, affects a sumn sufficient appropriation .
Increase Existing Appropriation Increase Existing Revenues
Decreage Existing Appropriation Decrease Existing Revenues
Create New Appropriation .

[ merease Costs - May be Possible to Absorb

Within Agency’s Budget

E} Decrease Costs

[T ves o

Local: No local government costs

1.[] Increase Costs ’ B‘D Increase Revenues ° " 5. Types of Local Governmental Units Affected:

[ Permissive [ ] Mandatory [T permissive (] Mandatory 3 towns 1 vitages [ Cities
2.[3 Decrease Costs 4.{:} Decrease Revenues D Counties D Others

[:] Permissive D Mandatory {:] Permissive El Mandatory [:} School Districts E:} WTCS Districts
Fund Seurces Affected . Affecied Ch. 20 Appropriations

Clerr [Theep [ero [ers [lses [Jseoes

Assumptions Used in Arriving at Fiscal Estimate

The Emergency Rule simply extends by 3 months a deadline to upgrade aboveground bulk tanks.
There are no additional enforcement requirements or anything that would affect revenues.

Long-Range Fiscal Implications
None Known or Anticipated

Agency Prepared by: (Name & Phone No )
Commerce/Duane Hubeler 6-1390

Date
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P.O. Box 7970
Madison, Wisconsin 53707

: (608) 266-1018

’ TDD#: (608) 264-8777
\ Y - www.commerce.state.wi.us

i & ’ scon 5"’ Scoft McCallum, Governor

Department of Commerce Philip Edw. Albert, Secretary
8/8/02

Gary Poulson Douglas LaFollette

Assistant Revisor of Stalutes Secretary of State

Suite 800 10th Floor

131 West Wilson Street 30 West Mifflin Street

Madison, Wisconsin 53703-3233 Madison, Wisconsin 53703

Dear Messrs. Poulson and LaFollette:

TRANSMITTAL OF EMERGENCY RULE ADOPTION

EMERGENCY RULE NO.: Ch. Comm 118

RELATING TO:  Agricultural Development Zone Program

. Pursuant to section 227.24 (3), Stats., an.agency is required fo file a certified copy of every emergency rule - -
- -adopted by the agency with the officés of the Secretary of State and the Revisor of Statutes.

At this time, the following material is being submitted to you:

1. Order of Adoption.
2. Rules Ceriificate.
3. Emergency Rule.

Pursuant to section 227 .24 (1)(e), Stats., a plain language analysis and a fiscal estimate is also included.

Respectfuily submitted,

S0 S\ [

Philip Edw. Albert
Secretary

COM-10560(R.01/02)




ORDER OF ADOPTION

Emergency Rule
Department of Commerce

Pursuant to authority vested in the Department of Commerce by section{s) 560.798,

Stats., the Department of Commerce X | creates; amends;
repeals and recreates; repeals and adopts an emergency rule of Wis. Admin. Code chapter(s):
Ch. Comm 118 Agricultural Development Zone Program
{nurnber) {Title}

Pursuant to section 227.24 (1)(c), Stats., the attached emergency rule shall take effecton  the date of

publication in the official state newspaper.

Adopted at Madison, Wisconsin this

date: re ! ?’/ e
DEPARTMENT OF COMMERCE

MM S )

Philip Edw. Albert, Secretary

COM-10561 (N.O8/9T)



RULES CERTIFICATE

Emergency Rule
Department of Commerce

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS:

i, Philip Edw. Aibeft ; | o : , Secretary of the Depariment of Cormmerce,

and custodian of the official records of said department, do hereby cerfify that the annexed emergency rule

relatingto Ch. Comm 118; Agricuftural Development Zone Program
{Subiect)

was duly approved and adopted by this depariment.

Hurther certify that said copy has been compared by me with the original on file in the department and

Sy thatthe '_séf_ﬁe is a frue copy ih_ér@f,_ and of ffzhe whole of such original. -

IN TESTIMONY WHEREOF, | have hereunio set
my hand at 201 West Washington Avenue

in the city of Madison, this L Ve~
day of =0y AD. 2002

N S Ve )

Philip Edw. Albert, Secretary

COM-10562 (M.OB/97)




Wisconsin Department of Administration
Division of Executive Budget and Finance

DOA-2047 (R10/2000) . . .
Fiscal Estimate Worksheet — 2001 Session
Detailed Estimate of Annual Fiscal Effect
LRE Number Amendment Number if Applicable
B Criginal {7 Updated PP
[l Corrected 71 Supplemental Bill Number Administrative Rule Number
ch. Comm 118

Subject

Agricultaral Development Zone Program

One-time Costs or Revenue Impacts for State andfor Local Government (do not include in annualized fiscal effect):

Annualized Costs: Annualized Fiscal Impact on State Funds from:
A. State Costs by Category Increased Costs Decreased Costs
State Operations — Saiaries and Fringes $ J) 3 - _ 0
(FTE Position Changes) ( 0.00 FTE )| (- 0.00 FTE )
State Op'érations — Other Costs 0 - 0
Local Aséiétance . g - 0
Aids to Individuals or Crganizations 0 - 0
Total State Costs by Category $ 0 3 - 0
B. State Costs by Source of Funds Increased Costs Decreased Costs
GPR $ 0 $ - 0
FED 0 - 0
_PROPRS = IR B SRSTE N SR
sE¢/sEGs 0 Ly
State Revenues gg;ggféeortggcrgg% ;vgsenre%fgri?:g E{e‘tgﬁ Increased Revenue Decreased Revenue
GPR Taxes {ax increase, decrease i§ license fee, efc.) $ 6 3 - _ 0
GPR Earmned 0 - 0
FED 0 - 0
PRO/PRS 0 - ¢
SEG/SEG-S ‘ & - 0
Total State Revenues 13 0 $ - 0
Net Annualized Fiscal Impact
State Local
Net Change in Costs 3 ] $ 0
Net Change in Revenues $ 0 $ ]
Prepared By: Telephone No. Agency
Jean M. MacCubbin, Code Consultant 608-266-0055 Commerce
Authorized Signature Telephone No. Date (mm/ddicoyy)
NS\ 2bb-22s | X J) %{/ﬂ/




Wisconsin Department of Adminisiration
Division of Executive Budget and Finance

DOA-2048 (R10/2000) . . .
Fiscal Estimate — 2001 Session
LRB Nurmber Amendment if Appli
Criginal {1 Updated Numbsr if Applicable
[ Corrected ] Supplemental Bill Number Administrative Rule Number
ch. Comm 118
Subject
Agricultural Development Zone Program
Fiscal Effect
State: [} No State Fiscal Effect
Check columns below only if bill makes a direct appropriation B4 Increase Costs — May be possible to absorb
or affects a sum sufficient appropriation. within agenicy’s budget.
[l Increase Existing Appropriation [ Increase Existing Revenues & Yes 1 No

[l Decrease Existing Appropriation [} Decrease Existing Revenues
[7] Create New Appropriation

Local: [} No Locat Government Costs

[7] Decrease Costs

1. Ingrease Costs . 3. {1 Increase Revenues 5. Types of Local Govermental Units Affecied:
B Permissive  [J]' Mandatory [3 Permissive [} Mandatory 5 Towns [J Vilages [X Cities
2. [ Decrease Costs 4. [ Decrease Revenues Counties Others Tribes
[ Permissive [} Mandatory [3 Permissive ] Mandatory [ Schouol Districts {7 WTCS Districts
Fund Sources Affected Affected Chapter 20 Appropriations '

Ba GPR [T FED [ PRO [ PRS [ SEG [ SEG-S
Assumptions Used in Arriving at Fiscal Estimate

Section 560,798, Stats., as passed in the 2001/03 biennial budget, establishes an Agricultural Development Zone Program. It
requires Commerce to develop rules concerning the designation of one zone and the certification of agricultural businesses
within such zone. Ch. Conun 118 relates to establishing the process and defining key terms.

. State Fiscal Effect

The rule will not significantly increase the workload for the Department of Commerce; this work will be accomplished with
existing staffing levels. The agency, however, will absorb these costs by having existing development zone staff aftend to this
work, R : ' : ' S

2. lLocal Fiscal Effect
Under the mleé, towns, villages, cities, tribes, and counties, either separately or in concert, may submit applications for

desigantion. These applications are expected fo be lengthy documents and may require a significant investment of time for
completion. Costs arising from the rules are, however, permissive, since applicants are not required to apply for the program.

Long-Range Fiscal Implications

Prepared By: Telephone No. Agency
Jean M. MacCubbin, Code Consultant 608-266-0955 Commerce
Authorized Signature Tetephone No. " Date (mmyddiccyy)
- - -
N 2bb-anas | BR)n




Department of Commerce
Emergency Rule Relating to Agricultural Development Zone Program

Finding of Emergency and Rule Analysis

The Department of Commerce finds that an emergency exists and that adoption of the rule filed in this
order is necessary for the immediate preservation of public health, safety and welfare.

Facts constituting the emergency are as follows:

1. In accordance with 5. 560.798 (5), Stats,, the Department of Commerce has the responsibility to
promulgate rules for the operation of an agricultural development zone to provide for the attraction,
promotion, retention, and expansion of agricultural businesses in the state.

2. Section 560.798 (3), Stats., ma'ke's"availabie certain tax benefits for certified business within an
‘agricultural development zone; tax credits first apply to tax years beginning on or after January 1, 2003.

3. Commerce, being the agency with primary authority for economic development in the state,
recognizes that there is a verified need to attract, promote retain, and expand Wisconsin agricultural
businesses. For example, over the past 50 years, Wisconsin has experienced an average of six dairy
farms leaving production each day.

4. Inthe year 2001, state milk production declined by more than one billion pounds, resulting in a near
5% decline in milk production.

5. Westemn states have increased thelr cheese production, while Wisconsin experiences declining milk
production and dalry processing activities; this program would immediately assist Wisconsin in regaining
it's promznence ;n daary anci dasry processmg productzon

6. The creataon of thls program combined with other economic development programs in the state is
expected to increase the competitiveness of the Wisconsin dairy industry.

This ermergency rule is being created in order that the process of designating an agricultural development
zone be commenced as soon as possible and that such eligible businesses may become certified and
participate in the tax benefits through the Agricultural Development Zone Program.

Pursuant to s. 227.24, Stats., this rule is adopted as an emergency rule to take effect upon publication in
the official state newspaper and filing with the Secretary of State and Revisor of Statutes.

Dated at Madison, Wisconsin, this
S day of Jlgﬁ&ﬁ AD. 2002
by the Departmemt of Commerce
N P P

Philip Edw. Albert, Secretary

FINAL E rule Comm 118.doc




. The Wisconsin Department of Commerce proposes an order to: create ch. 118 relating to the Agricultural
Development Zone Program.
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Analysis of Proposed Rules

Statutory authority: s. 560.798, Stats.
Statutes interpreted: s. 560.798, Stats,

Under s. 560.798 (5), Stats., the Department of Commerce has the responsibility of promulgating rules
for the operation of the Agricultural Development Zone Program.

This rule is being created in response to 2001 Wisc. Act 16, which provides authority for administering
such a program, the designation of an agricultural development zone, the certification of agricultural
businesses, and the determination of tax benefits available to certified agricultural businesses.

The following listing highlights the major items contained in this new chapter:

» Creates the process for application and designation of the Agricultural development zone.

» Provides a means for modification of the boundary of an agricultural development zone.

» Creates the process for application and certification of agri-businesses.

e Establishes criteria for eligibility to certify agri-business.

» Creates the process to determine and claim tax benefits and notifications to the Department
of Revenue.

[ EE R E R EENEIEEEEEE RS EEEEEEEEE R RS R R EEEEREER RN EEEIE LR
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SECTION 1. Chapter Cornm 118 is created to read:
Chapter Comm 118

AGRICULTURAL DEVELOPMENT ZONE PROGRAM

Comm 118.01 Purpose, scope and Comm 118.21 Application and determination.
authority. Comm 118.22 Extension.
Comm 118.02 Definitions. Comm 118.23 Revocation.
Subchapter I—Agricultural Development Subchapter HI—Tax Benefits
Zone Comm 118.30 Eligibility.
Comm 118:10 Apphcahon evaiuatzon and. Comm 118.31 Modification.
desxgnanon C Comm 118.32: Claims.
Comm 118. 11 Modlﬁcauon of boundanes _
Subchapter IV - Records
Stxbchapter TI—Certified Busmes_s Comm 118.40 Documentation and records.

Comm 118.20 Eligibility for application for
business certification.

Comm 118.01 Purpose, scope and authority. (1) PURPOSE AND SCOPE. The purpose of
this chapter is to establish a procedure for the administration and operation of the agricultural
development zone program. The provisions of this chapter shall apply to designating an agricultural
development zone and cerhfymg agricultural businesses eligible for tax credits for the attraction,
promotion, retentzon and expanszon of agncuiturai busmess in the statc

(2) AUTHORITY. This chapter relates to the agricultural development zone program as
promulgated pursuant to s. 560.798, Stats.

Comm 118.02 Definitions. In this chapter:

(1) “Agricultural business” means a business that is part of an agricultural business/food
processing cluster.

Note: Suchan agricultural business/food processing cluster includes, but is not lmted to, the growing of foods
and the processing of agricultural products.

Note: Agricultural business includes all of the activities or operations that are involved in the growth, production,
processing, manufacturing, distribution, and wholesale and retail sales of agricultural and food products.

(2) “Agricultural development zone” means an area designated by the department consistent
with the agricultural development zone program as authorized under s. 560.798, Stats.

FINAL E rule Corm 118.doe 1



(3) “Agricultural development zone program™ means the program administered under the scope
of this chapter as provided in s. 560.798, Stats.

(4) “Area” means a geographic rcgidn that is located within a rural municipality which may contain
entire counties or portions thereof, and is under the jurisdiction of an eligible applicant.

(5) “Certified business” means a person that conducts an agricultural business-related economic
activity in an agricultural development zone and has been certified as eligible for tax benefits by the
department under subch. I

(6) “Department” means the department of commerce.

(7) “Eligible applicant” means the governing body of one or more cities, villages, towns or
counties, or the elected governing body of a federally-recognized American Indian tribe or band in the .
state of Wisconsin. The applicant shall either be or have within its legal boundaries a rural municipality
as defined in sub. (11). -

(8) “Expanding business” means a person that is making a capital investment such as expansion
of existing facilities, construction of new facilities or purchase of new equipment, or is retaining,
creating or significantly upgrading jobs.

(9) “New business” means a person that has been in operation for less than one year prior to the
date of application for business certification under subch. II and be eligible for tax benefits under subch.

1.
(10) “Person” means a natural pemon., estate, trust, partnership, corporation,:m—oi)tion

corporation, LLC, insurance company, or trade and business entity of American Indian tribe or band on
reservation property or on property held in tribal trust.

(11 “Rural municipality” has the meaning under s. 560.798 (1), Stats.

Note: Section 560.798 (1), Stats., reads: ‘(1) ...“rural municipality” means any of the following: (a) A city, town,
or village that is located in a country with a population density of less than 150 persons per square mile.
(b) A city, town, or village with a population of 6,000 or less.’

(12) “Tax benefit” means a tax credit under s. 560.798 (4) (b) , Stats. .

FINAL E rule Comm: 118.doc 2



Subchapter }mAgricultural Development Zones

Comm 118.10 Application, evaluation and designation. (1) GENERAL. (a) As specified
under s. 560.798 (2) (a), Stats., the department may designate one area in the state as a agricultural
development zone. The designation shall be in effect for 10 years from the time the department initially
designates an area as an agricultural development zone.

(b} The department may consider designating sub-regions for the administration and operation
of the agricultural development zone program.

(¢} 1. Except for subd. 2., the department may not designate an agriculture development zone in
a county that includes an area designated as a technology zone under s. 560,96, Stats.

2. The department may designate an area as an agricultural development zone when a
technology zone includes a municipality that is located w:thm two counties.

(2) APPLICATION. Applications for designation as an agricultural development zone shall be
submitted to the department by eligible applicants.

(3) APPLICATION CONTENT. Each application for designation as a agricultural development
zone shall contain all of the following:

(a) The name, address, phone number and designated contact person of the eligible applicant.
(b) A map outlining the speciﬁc area where agricultural business development is iikely to occur.

(c) Abrief ciescnptaon of principal agncultural busmess deveiopment»suppomng efforts and
activities. This description shall at least include any plan or strategy developed for the attraction,
promotion, retention or expansion of agricultural businesses.

(4) EVALUATION/DESIGNATION () The department shall evaluate any application
submitted by an eligible applicant based on the local capacity and organization of the area as it relates to
the attraction, promotion, retention and expansion of agricultural business.

(b) Commerce shall designate an area as an agricultural development zone when a favorable
determination is made based upon local capacity and organization, and conformance to the provisions of
this section.

(5) NOTIFICATION OF DESIGNATION. The department shall provide written notification of
designation as an agricultural development zone. The date of such notification shall be the beginning
date of the agricultural development zone duration as specified under sub. (1).

(6) TAX BENEFITS. As specified under s. 560.798, Stats., not more than $5,000,000 of tax
benefits may be claimed in an agricultural development zone for the duration.

FINAL E rule Comm }18.doc 3



Comm 118.11 Modification of boundaries. (1) A boundary of an agricultural development
zone may be modified by the department upon review of additional information submitted by the
agricultural development zone contact since the date of notification.

(2) The modification of an agricultural development zone boundary shall have no effect on the
agricultural development zone duration specified under s. Comm 118.10 (1).

Subchapter II—Certified Business
Comm 118.20 Eligibility for application for business certification. (1) GENERAL. As
provided under s. 560.798, Stats., the department may certify persons for tax benefits available under
this chapter.
(2) CRITERIA FOR ELIGIBILITY FOR APPLICATION. A person located in or planning to
be located in an agricultural development zone shall submit an application to the department as specified
under s. Comm 118.21. A person shall meet all of the following:

() The person’s business is new or expanding.

(b) The person’s business meets the definition of an agricultural business specified under s.
Comm 118.02 (1).

(c) The agricultural development zone contact recommends the person’s business for
certification.

Comm 118.21 Application and determination. (1) SUBMITTAL. A person who meets the
provisions specified under s. Comm 118.20 (2) shall submit an application to the department which
includes at least all of the following:

(a) The name, address and phone number of the person’s égriculhuai business and a designated
contact person.

(b) A description of the project.
(¢) The appropriate Wisconsin tax identification number of the person.

(d) The names and addresses of other locations outside the agricultural development zone where
the person conducts business and a description of the business activities conducted at those locations.

(¢) The estimated total investment of the person’s business in the agricultural development zone.

(f) The estimated number of full-time jobs that will be created, retained or significantly
upgraded in the agricultural development zone because of the person’s agricultural business.

FINAL E rule Comm 118.doc 4



(g) The average starting wages and benefits that will be provided to persons hired as a result of
the project.

(h) Historical and projected financial information.

(1) Other information as required by the department or the agricultural zone contact.

(2) TAX BENEFIT DETERMINATION. The department shall consider all of the following to
establish a tax benefit limit:

(a) The prospects for the project to attract related agricultural business to the area,

(b) The amount of private investment that is likely to result from the project.

{c) The number and quality of jobs that are likely to be retéined, created or upgraded as a result
of the project.

(d) The competitive effect of the tax benefits on other agricultural businesses in the area.

(e) Whether the project is likely to occur or continue without allocation of the tax benefits
available under this chapter.

() The financial soundness of the agricultural business.
(2) Whether the project will likely positively affect an area’s economic distress.

(h) Whether the project will result in dislocation of an agricultural business from one
municipality to another.

() Any other factors that the department may consider relevant.

(3) NOTIFICATION. (a) For a person located in an agricultural development zone. Ifthe
department determines that the person is eligible to be certified for tax benefits under the standards as
provided in sub. (2), the department shall notify the person of its certification in an agricultural
development zone and enter into an agreement as specified under s. 560.798 (3) (b), Stats.

(b) A person planning to be located in an agricultural developruent zone. In order to be eligible
to be certified for tax benefits under the standards as provided in sub. (2), the person’s business shall be
located in an agricultural development zone. When the business is located in an agricultural
development zone, the department shall notify the person of its certification in an agricultural
development zone and enter into an agreement as specified under s. 560.798 (3) (b), Stats.

FINAL E rule Comm 118.doc 5




(4) CERTIFICATION DISALLOWED IN CERTAIN CASES. No person may be certified
under s. 560.798, Stats., if the proposed new business, expansion of an existing business or other
proposed economic activity in an agricultural development zone would do either of the following:

(a) Result in the direct loss of full-time jobs at another of the person’s agricultural business
located in this state but not located within an agricultural development zone.

(b) Likely result in the direct transfer of employees from a business location in this state to a
business location in an agricultural development zone, unless it is determined by the department that the
total number of full-time jobs provided by the person in this state would be reduced if the person were
not certified under s. 560.798, Stats., or if the situation is extraordinary.

Comm 118.23 Revocation. (1) The department shall revoke the certification of a person’s
agricultural business certified under s. 560.798 (3), Stats., for either of the following circumstances:

(a) Submittal of false or misleading information in order to obtain certification under this
chapter.

(b) Cessation of operations as an agricultural business within an agricultural development zone.

(2) When certification has been revoked, the department shall so notify the department of
revenue.

Subchapter 1II—Tax Benefits

Comm 118.30 Eligibility. The actual amount of tax benefit that a person may be ekglble to
clalm shall be detenmned by the department in accordance wﬁh subch. I1.

Comm 118 31 Modnﬁcatwn §)] INCREASB TAX BENEFITS 'i’he department may, on the
request of a certified business and on the recommendation of the agricultural development zone contact,
increase the limit of tax benefits established for the certified business, if the department does all of the
following:

(a) Considers the tax credit benefits awarded to all certified businesses in an agricultural
development zone such that not more than $5,000,000 in tax credits may be claimed in an agricultural
zone.

(b) Revises the certification and provides a copy of the revised form to the department of
revenue and to the certified business.

(2) DECREASE TAX BENEFITS. (a) The department may reduce the limit of tax benefits as

established under s. Comm 118.30 or sub. (1) if the department determines that the information on
which the limit is based was inaccurate or significantly misestimated.

FINAL E rvde Comm 118.doc 6



{b) The department shall revise the certification and provide a copy of the revised form to the
department of revenue and to the certified business.

Comm 118.32 Claims. (1) A certified business .may file for tax benefits using forms
acceptable to the department of revenue. Agricultural development zone tax benefit claims shall include
at least all of the following:

(a) A copy of the certification issued by the department.
(b} A copy of a statement from the department verifying the tax benefit claim under sub. (3).
(c¢) The state employer tax identification number.

(d) The North American Industry Classification System code (NAICS) for that business.

Note: For additional information on NAICS, refer to U.S. Office of Management and Budget, 10201 New
Executive Office Building, Washington, DC 20503; phone (202) 395-3093; fax (202) 395-7245.

(e) Any forms required by the department of revenue.

(2) Prior to filing for tax benefits under sub. (1), a certified business shall complete and file with
the department an annual project report supporting the tax benefit claim to the department on a form
prescribed by the department. The annual project report shall include all of the following:

(a) The information required under ss. 71.07 (2dm) or (2dx), 71.28 (1dm) or (1dx), and 71.47
(1dm) or__(ldx), Stats.

(b) The status of the certified business’ project including, without limitation, the number of jobs
created, retained or significantly upgraded, the total amount invested and other information relating to
the tax benefits claimed by the certified business.

(c) Documentation of investments.

(d) Any other information as requested by the department.

(3) (a) The department shall verify the tax benefit claim. The department may request
additional information from the certified business to support the claim.

(b} No person may file for tax benefits under this chapter without the written approval of the
department.
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Subchapter IV - Records

Comm 118.40 Documentation and records. Certain documents, records, information and
other materials submitted to the department with an application under this chapter may not be subject
to disclosure and may be removed or separated from records that may be disclosed under s. 19.36 (6),
Stats.

(1) Trade secret information shall not be subject to disclosure under s. 19.36 (5), Stats.
(2) Tax documents shall not be subject to disclosure under s. 71.78, Stats.

(3) Social security and federal employer identification numbers shall not be subject to
disclosure under 5 USC 552a and other applicable federal law.

(4) Private financial information shall not.be subject to disclosure as determined in a balancing
test by the legal custodian of the department.

Note: Any forms referred to in this chapter are available without a fee on request from the Department of
Commerce, Bureau of Enterprise Developm